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Chairman Cullen and members of the Assembly Committee on Insurance, thank you for
holding a public hearing on Assembly Bill 758 and Senate Bill 513. Thank you also to
my colleague from Kenosha, Senator Wirch, and to Commissioner Dilweg for appearing

with me today.

The insurance industry in Wisconsin has a long and respected history and Commission
Dilweg is a leader among state insurance commissioners. [ have worked closely with
him on a number of issues and appreciate his expertise in the area of insurance and his

commitment to consumer protection.

The basic principle of insurance is to protect against loss, not create opportunities for
speculation. This legislation is not about regular life insurance policies, where both the
insured person and the insurer have an interest in the person living and the insured person
is usually trying to provide for dependents in case of premature death, but about an exotic
investment vehicle known as Stranger Originated Life Insurance Transactions or
STOLIs. These are life insurance policies created to be sold to third parties to bet on
death. Equally disturbing is that consumers can find that purchasing one of these policies
damages their credit, especially if they were induced to borrow in order to purchase a
large policy, and it can become difficult, if not impossible, to purchase regular insurance

after taking out a STOLI policy.
This legislation is the result of many months of meeting by the diverse members of a

working group convened by Commissioner Dilweg. The group included companies that
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create and market these unusual policies for investors. The working group reviewed
STOLIs, model regulatory legisiation proposed by national groups and legislation in
other states and considered whether and how the state ought to regulate these life
insurance policies. Like most working groups, not every member ultimately agreed with

everything in this legislation.

Nevertheless, I feel strongly that the regulatory framework created in this legislation will
continue to allow legitimate life settlement transactions, where the long-time holder of a
life insurance policy who needs or decides to sell the policy to a third party can still do
so. This legislation will also create the appropriate mechanisms for proper consumer
protection in this area and reinforce public policy that discourages speculation on death.
Supporters of this legislation include not only major life insurers, but also the AARP, the

State Bar of Wisconsin and the Coalition of Wisconsin Aging Groups.

Commissioner Dilweg will speak more comprehensively about the details of the
proposed regulation, but I am confident that the committee will agree that this legislation
is reasonable and properly balances the needs of consumers for legitimate life insurance
that protects against loss and yet allows consumers to exercise control over the

disposition of their policies.
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Honorable Chairperson Cullen and members of the Committee:

As the chairperson of the Senate Committee wzth jur|sd|ct|on over Insurance matters, | felt compelled
to submit written testimony-expressing my hope that you will not support passage of SB 513/AB 758.
From my own personal experience in the Senate, 1 can attest that the process in regards to this
legislation is not representative of the charge we have been given by our c"onstituents to thoroughly
examine all sides of an issue before making it-law. When | realized that SB 513 was being fast tracked
through the Senate,.| attempted to- mtroduce counter- leglslat:on that was based on the NCOIL model
act, but it was: evident that such a measure was not welcome My hope was that my colleagues would
examine both SB513 and its, counter—legqslatlon become informed on each, and then make an informed
decision before castmg their vote one way or the other as it should be However as you have clearly
been made aware, this was not the ‘case. ‘Given the’ expedited time frame. of SB 513 (which began
circulation on January 29th and was passed,out of the Senate on February 23rd), it is clear that the
consequences its passage. would have on consumer: property nghts and protectlon of a competitive
marketplace were not properly conswlered - -

I am very concerned wath the fact that thlS |Eng|atI0n affects the cho ‘e-a consumer has to sell their
property on the life settlement market by~ expandmg the prohlbmon from 2 to 5 years. Although
proponents claim that there are exceptlons to still allow: sale after 2°years, a Iayer of bureaucracy will
now he placed upon the consumer to prove;they qualify. for an’ exceptlon And this expansion is being
justified for no legitimate reason. Given that they now have un- restrlcted free choice of what to do after
two years, it remains a reality that under SB 513/AB 758 thelr rights will be changed and impeded upon.
| hesitate to change 125 years. of case Iaw in, Wlsconsm at the detnment of the consumer, without a
legitimate public reason.or proof of harm * : e

! am not stating that stranger or.-gmated I.-fe msurance should not be prohrbrted and that the life |
settlement market should not be propen'y regulated They should However, these issues are very |
complex and impact literally dozens of insurance codes and mu!t:ple consumer property and choice |
rights. Thus, they require in-depth explorat|on and debate as well as a clear and transparent process. |

I urge you not to support passage of SB 513/AB 758 at this time. Allow us, as legislators, the
opportunity to properly write language to prohibit STOLI, regulate the life settlement market, and in the
meanwhile, protect invaluable consumer rights in a legal and professionally recognized competitive
marketplace. it can be achieved, if done right. 19 other states have been able to do just that, | ask why
can’t Wisconsin do the same?
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LIFE SETTLEMENT REGULATION — AB 758

The Wisconsin Council of Life Insurers, an organization representing both domestic and
nondomestic life insurance companies licensed in Wisconsin, strongly supports Assembly
Bill 758 (AB 758) providing consumer protection in life settlement transactions.

AB 758 provides critical consumer protections within life settlement transactions,
particularly those transactions known as Stranger Originated Life Insurance (STOLI).
STOLI schemes involve investors, who are wholly unrelated to-an individual, acquiring
life insurance on that person solely to profit from his or her death. The sooner the person
dies, the higher the profit. In effect, STOLI allows investors to speculate on the
insured’s life. This practice disregards state insurable interest laws that mandate life
insurance not be used for wagering on human life.

The Wisconsin Office of the Commissioner of Insurance, the Department of Financial
Institutions, consumer groups, the Elder Law Section of the Wisconsin State Bar, AARP,
the Coalition of Wisconsin Aging Groups, the life insurance industry, the National
Association of Insurance and Financial Advisors, and others strongly support AB 758,

AB 758 is similar to laws adopted by Ohio, Iowa and Minnesota. In order to deter the
manufacture of life insurance policies, AB 758 includes limitations, but not a ban, on
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the ability to settle a policy that carries one or more “hallmarks” of this kind of
arrangement within 5 years of purchasing the policy. These hallmarks do not exist in a
normal insurance purchase and include: 1) an agreement to sell the policy; 2) a separate
analysis of the purchaser’s mortality; and 3) premiums which are financed without any
personal stake on the part of the purchaser. Even if a policy is initiated with one of the
hallmarks, the five year limit does not apply if the individual has a hardship need to sell
the policy such as bankruptcy, illness, divorce, etc. In an abundance of caution, the
legislation includes rulemaking authority for OCI to identify additional hardship causes
to allow earlier settlement of a policy that has the characteristics of a STOLI transaction.
Further, an individual who purchased insurance for legitimate protection reasons will not
be subject to this limitation at all.

This targeted provision, along with the consumer disclosure and other provisions in AB
758, will allow the legitimate life settlement market to continue to operate but will
greatly discourage entities from the manufacture of life insurance policies for profit. The
life settlement industry is opposed to this bill and is supporting alternative legislation.
The measure they support does not include the five year limitation on suspicious
transactions and creates loopholes that would allow the sale and marketing of STOLI
schemes to continue,

The Wisconsin Council of Life Insurers strongly encourages you to support AB 758 to

effectively regulate life settlement transactions and create a strong deterrent for STOLL
Please do not hesitate to contact me should you have any questions.
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March 11, 2010
TO: Assembly Committee on Insurance

FR: Attorney Ben Adams
Chair, Elder Law Section

RE: support for AB 758 relating to: life settiements

‘The Elder Law Section is comprised of a cross-section of practitioners who work to

protect the rights of our clients and consumers. As attorneys, we work to develop and
improve the laws that affect the elderly, and promote high standards of ethical
performance and technical expertise for those who practice in the area.

Assembly Bill 758 updates the viatical settlements statute and regulates life settlement
transactions. The hill prohibits stranger originated life insurance (STOLI). transactions
where a third party without an insurable interest buys a jife insurance policy on the life
of the insured. The bill prbhibits STOLI transactions, but allows and regulates life
settlement of insurance policies. '

in recent years, a new life settlement industry has arisen, engaging in the brokering of
high value policies which are purchased by consumers generally over the age of 70 with
borrowed funds through non-recourse loans and sold after the two-year incontestability
period has passed to syndicates or other entities who hold the policies to maturity. The
insured is able to sell the policy for much more than the cash surrender value but less -
that the face value of the policy; pay off the loan, and pocket a profit. But the brokers
profit even more with commissions paid for finding these consumers, inducing them to
buy high value policies financed with non-recourse loans, and guiding them to the
syndicates that buy the policies. Although technically not STOLI because the insured has
purchased his own policy, the scheme accomplishes the same goal. Assembly Bill 758
regulates this practice. :

STOLI represents a threat to Wisconsin's mostly elderly consumers and to Wisconsin life
insurance companies. The practice should be regulated to prevent the deliberate
purchase of a life insurance policy with porrowed funds which the purchaser has no
intention of keeping. A policy purchased for the purpose of making a quick profit on the
resale is a threat to the continued vitality of the life insurance industry, o the detriment
of consumers who legitimately need life insurance policies for the protection of their
families, their business partners and their businesses. '

The harm to older consumers from the STOLI industry includes the fact that there are life

State Bar of Wisconsin
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insurance policies owned by strangers who have no insurable interest in the life of the insured and who benefit
by the early death of the insured. In addition, once the STOU policy has been issued, the insured may no longer
be able to obtain additional life insurance to protect newly arising family needs for insurance. The insured who
selis his policy may not understand that he is receiving taxable income. '

All consumers are injured by the STOLI industry because life insurance premiums are likely to rise in the future;
lapse rates assumed by the issuing insurance companies in their underwriting process do not presently take into
account the never-lapsing policies owned by the syndicates who instigate and purchase these policies. If
premiums rise and life insurance becomes unaffordable for middie class families, those families will suffer harm
when the uninsured breadwinner in the family dies an untimely death. Small businesses will suffer if life
insurance becomes unaffordable to use for insuring key persons or for funding the buyout of a business partner
or purchase of the partner’s share of the business from his estate.

STOLI has been the subject of lawsuits in other states and has been the subject of newspaper articles in the past
year in Wisconsin. Often the transactions have involved dishonest brokers who instigated the STOLI
arrangements and who profited from the sale of the policies. There have been instances of brokers who have
not paid insurance premiums with money taken from the purchaser for that purpose, and of brokers who have
themselves secretly purchased policies from which to personally profit on individuals who lacked capacity 1o
understand the transactions and give consent. There are brokers who do not disclose crucial facts to
prospective purchasers. But these abuses are not the only reasons for regulating the life settlement industry.
The practice of buying a life insurance policy for the express purpose of selling it to make a fast profit does injury
to the life insurance industry and in turn injures consumers who need life insurance protection. Wisconsin
would be well advised to regulate the life settlement industry to prevent the harm to consumers and to

Wisconsin businesses.

Assembly Bill 758 deals with training and licensure of anyone wishing to sell insurance policies. It requires full
disclosure to the prospective purchaser of the policy. Meaningful disclosure is especially important in view of
the risks involved. However, the most important protection is the prohibition on the sale of a policy in the first 5
years after its issuance, except for substantial change in circumstances that would permit an earlier sale of the
policy. The exceptions stated in the bill are humerous and cover all conceivable justifiable reasons for selling
one’s policy in the first 5 years of ownership. A five-year period will discourage non-recourse financing of the
premiums on life insurance policies and will discourage these STOLI transactions. :

The lawyers who represent older clients have observed an increase in STOLI activity and have witnessed the lack
of clear information received by the prospective purchasers who have been solicited to purchase these policies.
There is a need for legislation to regulate STOLI transactions, and the time is now, before there are more injured
consumers whom the insurance commissioner cannot protect because of the lack of adequate legislation in

Wisconsin.

The Elder Law Section strongly urges your support for this bill.
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The State Bar of Wisconsin establishes and mointains sections for carrying on the wark of the association, each within its proper. field of study defined in its bylows.
Each section consists of members who voluntarily enroll in the section because of a special interest in the particular field of low to which the section is dedicated.
Section positions ore taken on behalf of the section only.

The views expressed on this issue have not been approved by the Board of Governors of the State Bar of Wisconsin and are not the views of the State Bar as ¢
whole. These views are thase of the Section alone.

Ifyou have questions about this memarandurn, please contact Sandy Lonergan, Government Relations Coordinator, at sloneraan@wisbar.org or (608} 250-6045.
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Thank you Representative Cullen and members of the Committee for conducting this
hearing on this important piece of legislation.

I would like to thank Representative Barca and Senator Wirch for introducing
Assembly Bill 758 and Senate Bill 513. The bills will update Wisconsin’s statute that
currently limited to only a small segment of today’s marketplace. .

Life settlements work in a similar manner to a viatical settlement. A life insurance
policy is sold by a policyholder for an amount less than the stated death benefit, but
generally more than any cash value that may have accumulated over the life of the
policy. Investors purchase the policies, continue to make premium payments and
collect the death benefit when the insured dies. Life settlement transactions create an
investment vehicle with a financial interest in the death of the policy owner. The
sooner a policy holder dies, the greater the return on the investment.

One version of life settlements, Stranger Originated Life Insurance {STOLI), where a life
insurance policy is purchased by a third party without an insurable interest in the
insured has been a growing problem in other states. Last year the United States Court
of Appeals for the Sixth Circuit described STOLI transactions as “imsurance fraud.”
The typical STOLI transaction begins when senior purchases insurance on his or her %
own life based on an understanding that he or she will sell the death benefits to the |
investors after the two-year contestability period has expired. The investors or a third-
party broker usually arrange a non-recourse loan to pay the premiums during the first
two years. Once the policy is transferred, the investors pay the premiums and receive
the death benefits after the insured dies. : :

Life settlements are currently unregulated in Wisconsin. Wisconsin’s existing viatical
settlement statute is limited to life insurance policies that are sold by policyholders
with terminal or life-threatening illnesses. These statutes served an important purpose
for AIDS patients and others who were incurring large medical costs associated with
their illnesses. :

Since Wisconsin enacted Viatical Settlement legislation in 1995, the life settlements
market, however, has seen tremendous growth. Currently, the industry has moved
away from purchasing the policies of terminally ill patients to the purchase of life
insurance policies from individuals and then packaging those policies to sell as
investments. In an October 2008 report, Conning Research estimated about $12
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billion in face amount of life settlements changed hands in 2007, up from $6.1 billion
in 2006. By 2012, Conning estimates that figure will approach $21 bilion. Some
estimates have the industry growing to as much as $90 to $120 billion in the next

decade.

States have been scrutinizing life settlement transactions, most recently in New York
and Florida. Concerns those states have raised include issues of fiduciary interest to
the policyholders, tax issues and the ability for seniors to acquire additional life
insurance coverage, and of particular concern, the lack of adequate disclosure by life
settlement prowders and brokers to both policyholders and investors. Life settlements
are also garnering attention from the federal level. The U.S. Senate Special Committee
on Aging, chaired by Senator Herb Kohl, conducted a hearing last year entitled

- “Betting on Death in the Life Settlement Market - What's at Stake for Seniors.”
Senator Kohl followed up this hearing with a request to the General Accountmg Office
asking for the agency to review the current status of life settlement regulation in the
states. The Securities and Exchange Commission has also assembled an agency wide
task force to examine the life settlement industry.

Additionally, the life settlements industry has moved into an area that concerns me.
Life settlement contracts are being bundled and sold as securities to institutional
investors. As these contracts are packaged and sold as securities, my concerns
‘become twofold. First, it is just this type of exotic investment vehicle that was at the
center of the most recent financial crisis and current recession. Second, because
securitization requires a large number of contracts in order for them to be packaged
together, we have begun to see life settlements transactions that involve policies with
smaller death benefit amounts. Until now, the ideal life settlement transaction
involved wealthy individuals with life insurance policies with one or two million dollar
death benefits. Recently however, we are seeing life settlement contracts on policies
with $500, $250, and even $100 thousand death benefits.

The current economic downturn has made life settlements an alternative for some
seniors attracted to the quick payout that a life settlement transaction offers leaving
them with little or no life insurance coverage to protect their families. Seniors
however, need to be aware of the impact that entering into a life settlement contract
can have on them and their families, thelr tax situation and the life insurance coverage

they are losing.

It is because of the fast-paced growth in this market and the potential impact on life
insurance consumers, including seniors, that we recognize the need for additional
regulation in the marketplace. The goal is to ensure that policyholders are protected
-and fully aware of the implications of entering into a life settlement contract.

Recognizing the need for additional regulation, in 2008, I convened a sub-group of
OCP’s Life Insurance Advisory Council to make recommendations for an updated
statutory structure to address this changing market. The sub-group included
consumer representatives, insurance companies; life insurance agents, life settlement
companies (Coventry and Timber Creek Financial), members from the Life Insurance
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Settlements Association, and the American Council of Life Insurers. The sub-group
had its first meeting on December 16, 2008. '

Over the next six months the sub-group held seven monthly meetings discussing how
Wisconsin should regulate life settlements. The sub-group heard presentations from
life settlement companies and insurance companies. The group also reviewed laws
and proposed legislation in other states and reviewed the tax implications of life
settlement transactions. The group spent a number of months working over the draft
recommendations that are represented in the bill before you.

While one might expect that the two sides wouldn’t reach agreement on every issue, it
was gratifying to see there was significant agreement on how the life settlements '
market should be regulated in Wisconsin. The subgroup was able to achieve
consensus on about 90% of the provisions before you. The differences represent
fundamental differences of opinion where no consensus would likely ever be reached.
Where those differences remained, I have recommended statutory language for what I
thought was in the best interests of life insurance policyholders.

The bill before you will update Wisconsin’s viatical settlement statute. Currently 28
states have enacted life settlement legislation and 10 states have introduced
legislation. Both the National Association of Insurance Commissioners (NAIC) and the
National Conference of Insurance Legislators (NCOIL) have adopted model regulations
on life settlements. The laws in the other states are based on either the NAIC or
NCOIL model or a hybrid version including aspects of both models. This bill
represents what I consider to be a combination of the best aspects of both models.

The major provisions of the bill will:

Ban STOLI transactions.
Provide a definition of life settlements, Stranger Originated Life
Insurance, and fraudulent acts in the life settlement market. -

» Requite life settlement providers and brokers to be licensed by the
Commissioner. '

o Require brokers to meet training requirements that enable a broker to
demonstrate an adequate knowledge of life settlement transactions and
can competently discuss life settlements with policyholders. The
required training includes a continuing education compoenent.

= Current viatical settlement license holders will have 6 months to
update their educational requirements to the new requirements.
¢ Require specific disclosures to policyholders about the life settlement
transaction. '
e Require life settlement contracts and disclosures to be filed with and
approved by the Commissioner
Describe prohibited practices and regulate advertising.
Include a five year prohibition on life settlement transactions, with
financial hardship exceptions. '
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It is important to recognize that this legislation does not seek to prohibit legitimate life
settlements. The bill will prohibit certain practices and set down specific guardrails for
the marketplace. I believe this bill will protect and inform consumers and
policyholders about life settlement transactions and their implications.

I want to thank the Committee for taking up this legislation, and Representative Barca
and Senator Wirch for sponsoring this legislation. I would be happy to answer any
questions.



To: Assembly Committee on insurance

From: Jason Johns, Represénting Coventry

Re: Opposition to SB 513/AB 758

Date: March 11, 2010

Chairman Cullen and Members of the Committee;

Good morning and thank you for allowing me to appear before you to express my client’s opposition to
SB 513/AB 758. | have had the opportunity prior to today to discuss this legislation with each of you in-
depth so will refrain from reciting the technical aspects. Rather, | would like to address the flawed
process this legislation has undergone and briefly touch on the major concerns my client Coventry has
with these bills.

As you are aware from written materials | have submitted to your offices, 5B 513 has clearly been
railroaded through the Senate without what we feel was an adequate legislative process. In the short
period of just under one month SB 513 was circulated, heard, voted out of committee and subsequently
passed by the fuil Senate. This comprehensive, 50 page piece of legislation, introduced at the request of
the [nsurance commissioner, affecting dozens of insurance codes, and regulating the sale of life
insurance policies, did not go through the Senate Insurance committee. in addition, legislation circulated
by the Insurance Committee chair, which was based on the alternative NCOIL model passed in 19 other
states, was not even given the light of day to be properly debated next to SB 513. This is no way to
conduct the business of the people in the Legislature.

Coventry has many concerns with this legislation. But the major ones on the forefront include:

1) Prohibition on assignment of life insurance policies to the life settlement market for a period
of 5 years from inception of policy:

B Why? Current U.S. and Wisconsin law, dating back to 1886 in Wisconsin, states that a life
insurance policy is the property of the insured and includes the protected right to sell the
property in an open and competitive market. A five year ban on life settlements takes away
these property rights and, in the words of one of the National Association of Insurance
Commissioner’s {NAIC) own funded consumer advocates, “restores a monopoly” for life
insurance companies.

Proponents claim given the “exceptions” permitted to allow assignment after 2 years, that if a life
settlement transaction does not meet the exception, then it must be STOLL This is simply not true and
turns
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property rights on its head, requiring policyowners to prove they qualify for one of the so-called “hardship”
exceptions to restore their property rights.

M The problem of stranger-originated life insurance {STOLI) is a PRIMARY MARKET problem, involving the
———e e g -
improper and illegal manufacturing of life insurance. The solution of STOLI, therefore, is a primary market
solution-and does not involve limiting the right to assign a policy. In other words, STOL| cannot be realized

unless a policy is issued by an insurance company. No policy issuance, no STOLI.

B This is nothing more than a protectionist proposal to reduce life settlements, and not address STOLI. As the
Chief Actuary from Northwestern Mutual stated “The vast majority of policyholders who lapse their policies
before death are the “losers”. They receive much less at surrender than what any reasonable person would
perceive as acceptable value.... If an issuing company does not provide fair value, policyholders will proceed
directly to a secondary market-presumably, a viatical {life settlement) company-to get a better deal. There
will be a secondary market for these contracts, and this will not be good for the life insurance industry.”

2} Definition and prohibition of “Stranger Originated Life Insurance”:

M 5B 513/AB-758 defines STOLI as “an act, practice, plan, or arrangement, individually or in concert with others, to
initiate a life insurance policy for the benefit of a 3’d-party investor who, at the time of policy origination, has no
insurable interest in the insured..... How can a person who takes out insurance on their own life-individually-
where there is no stranger-be guilty of STOLI? It is impossible. This language has not been proposed or seen
anywhere in the U.S. and simply demonstrates the insincerity of the proponents of the bill.

B Further, several courts have held that a unilateral intent to sell a policy pursuant to a lawful life settlement is
NOT STOLI:

a) In First Penn v. Evans {United States Court of Appeal, Fourth Circuit, 2009), it was set forth that “No third
party participated in the procurement of (the insured’s) policy and therefore no one was “wagering” on
(the insured’s) life in viclation of public policy. Furthermore, as amicus curiae noted in its brief and at
oral argument, evaluating the insurable interest on the basis of the subjective intent of the insured at
the time the policy issues, as {the insurer) would have us do, would be unworkable and would inject

uncertainty into the secondary market for insurance.”

b) InSun Life v. Paulson, dated February 15, 2008, Minnesota Federal District Court Judge David Doty
stated “the insured could give his properly procured life insurance policy to a third party without an
insurable interest...The most important factor in determining the parties’ intent is ‘whether or not the
assignment (from the insured to the third party) was done in pursuance of a preconceived agreement.
Intent however, is irrelevant without facts or allegations suggesting that a third party lacking an
insurable interest intended, at the time (the owner) procured the policy, to acquire the policy upon
expiration of the contestability period and the ‘mere fact that a life settlement company purchased a

4



policy from {the owner) after the expiration of the contestability period does not establish that the
company intended to purchase the policy when it was issued.

3} Separate licensure required to act as a life settlement provider or broker:

B SB 513/AB 758 includes an unprecedented and unjustified requirement that life agents, who are licensed to

counsel consumers on the provisions of their policies—like the assignment and change of ownership and
beneficiary clauses used in a life settlement- must obtain a separate license to advise and assist a
policyowner with the very contract of insurance; and an even more bizarre exemption, which allows a
patent, antitrust, criminal, or any other lawyer or CPA who knows nothing about life insurance to broker
settlements without a broker’s license. This directly contradicts BOTH the NAIC and NCOIL models and every
other state in the nation. Its effect is not to protect consumers, but rather to protect insurers from
competition by preventing and gagging life agents from giving basic advice to consumers about their

property rights.

It is demonstrably false for anyone to assert that consumers need this form of additional protection in life
settlement transactions. According to the NAIC, from 2006 to 2009, state insurance regulators received a
total of 16 consumer complaints involving life settlements. Compare that with the 72,000 consumer
complaints regarding life insurance. '

Coventry supports the prohibition of stran iginated life i nd also wholeheartedly supports regulation of

the life settlement industry. Ail sides of this issue agree that these issues need to be addressed. However, they do not

need to be addressed in such a hurried and frantic way that has the effect of adversely affecting consumer choice and
property rights, creates a monopoly that benefits insurance companies, and turns 140 years of insurance law in
Wisconsin on its head.

It is clear that this legislation is very complex and causes many questions and concerns to arise. Other states have
needed years to accuraiely and correctly address it. Consider the following:

M 19 states have adopted laws based on the NCOIL Model (or NCOIL Model provisions): California, New York,

Ilinois, Kansas, Indiana, Maine, Connecticut, Oklahoma, Utah, Montana, Arkansas, Hawaii, Kentucky,
Georgia, Idaho, Washington, Arizona, Rhode Island, and Tennessee.

In 12 of those 19 states the NAIC Model (what SB 513/AB 758 is modeled after) was initially proposed and
was rejected in favor of the NCOIL Model (Kansas, Indiana, Maine, Connecticut, Oklahoma, Utah, Montana,
Arkansas, Hawaii, idaho, Arizona, Tennessee).

M 6 states adopted the NAIC Model, including those with so-called “hybrid approach”; Nebraska, lowa, Ohio,

North Dakota, West Virginia, and Gregon. Three unigque laws have been adopted in Nevada, Vermont and
Minnesota.



B |n 7 of the 9 states that adépted the NAIC Mlo'(ﬁ:!&el, the hybrid or something else, the legislature never
considered the NCOIL Model (Ohio, Nebraska, North Dakota, West Virginia, Nevada, Vermont and Oregeon).

We urge you to oppose passage of SB 513/AB 758 and allow for a proper and transparent legislative process to be
conducted on this issue in the next legislative session. in the meantime, Coventry would support a Legislative Council
Study to help facilitate this fair and appropriate process.

Thank you,
Jason Johns
Wisconsin Legislative Strategies, Inc.

Representing Coventry




